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A proposed diuniuil plant will require a fixed eapital iitvestinent ol % 10 million. It is 
estimated that the working eapilal will amount to 25".. ol' the total investment. ,md annual 
depreciation costs are estimated to be 10% of" the fixed capital investment, ilihe annual 
profit will be S 3 million, determine the standard percent return on the total investment 
and the minimum payout period. ( 5 Marks ) 
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A simple conventional chemical plan! !ci pioducing phenol utilizes highl\ ■imomnhd 
equipment and the total eapilal investment lor the plant is estimated to he £ 7()U.(Miu I he 
chosen location for the plant is a property owned by ihe investor and a high capita! i set lor 
the development of such a process. The ec|iiipmenl lo be creeled included a dislillai i< >n 'lower 
having a diameter of 1 m , vessel overall heigh! 20 m , .M) bubble cap t rays, vessel and plalcs 
stainless steel and is operated under a pressure of I bar. Also, three floating roof v.irbo,. -Ui! 
storage tanks, each having a capacity of 15 m' are needed. The rest of I he plain < .pupmcnl 
costs £ 30.000 at the present time. Corrosive liquids arc involved and the equipment is 
depreciated over 20 years according to the double declining balance method. I h- plant is 
operated 24 hours 300 days per year and the product is to be sold at a price ol in- per 
liter. The phenol daily production is 12 in 1 and the raw materials cost is f 220 m oi ;-u ■ ulncl 
Moreover, S()()0 lbs ol' steam (£ 2 / 1000 lb steam) and 120 K Wh clcclneil\ ! Mi ■!>• kWln 
arc consumed per 1 nr of product. The operating labor per shift is 14 men p> • bill at 

£ 1.5 per employee-hour in a plant operating. I shifls pei da\ . Ihe income i.i : - w 

20 % normal lax on the total gross earnings 



Accordingly, estimate the following. 

a. Total manufacturing cost for the plant ( based on first \ e;u opcialioii > 

b. ( Iross earnings and net prolil for the plant 
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v -eiteukr following project under sUuiy !,:r (he production o! ;i product l\><- de!e: 
••'!>:>• :!,c following vl.Ua apply and the averse interest rate is !5 "., 
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